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INDEPENDENT ACCOUNTANT’S REPORT
ON APPLYING AGREED-UPON PROCEDURES

Robert H. Andrzejewski, Ed.D.
Assistant Superintendent

Red Clay Consolidated School District
2916 Duncan Road

Wilmington, DE 19808

We have performed the procedures enumerated below, which were agreed to by
the State of Delaware Office of Auditor of Accounts, the State of Delaware
Department of Education, and the Red Clay Consolidated School District
management solely to assist the specified parties in evaluating Red Clay
Consolidated School District’s compliance with 29 Del. C. c. 75, the State of
Delaware Budget and Accounting Manual, and the Department of Education’s
School Construction Technical Assistance Manual for the fiscal year ended June
30, 2005. The Red Clay Consolidated School District management is
responsible for compliance with State Laws and procedures relative to the
school construction projects administered by the district. This agreed-upon
procedures engagement was conducted in accordance with Government Auditing
Standards (2003), issued by the Comptroller General of the United States of
America and the attestation standards established by the American Institute of
Certified Public Accountants that have been incorporated by the Government
Auditing Standards (2003). The sufficiency of these procedures is solely the
responsibility of those specified parties in this report. Consequently, we make
no representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other

purpose.

Our procedures and findings are as follows:

1. Determine if the Red Clay Consolidated School District complied with the
prior fiscal year’s recommendations, if applicable, by reviewing these
recommendations and verifying through inquiry and observation that the
recommendation has been implemented.

There were four recommendations (Finding #03-01, 04-01, 04-02 and 04-03)
in the prior fiscal year. The current status of that reccommendation is
attached on pages 3 through 8.
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2. Determine that prior year and fiscal year 2005 construction project files and records, as
indicated in the attached Schedule of Construction Projects Examined, were accurate and
expenditures were made in accordance with the intent of the project scope mandated by the
General Assembly, the Department of Education and the Red Clay Consolidated School
District Board of Education by applying the procedures in the Construction Program
Checklist prepared by the State of Delaware, Office of Auditor of Accounts.

Our procedures disclosed no instance of noncompliance that resulted in findings and
recommendations.

3.  Be alert to situations or transactions that could be indicative of fraud, illegal acts, and
violations of provisions of contracts or grant agreements, and abuse or misuse of State
funds.

Our procedures disclosed no situations or transactions that could be indicative of fraud,
illegal acts, and violations of provisions of contract and abuse or misuse of state funds.

The results of our procedures were discussed at an Exit Conference with Marcin Michalski,
Major Capital Improvement Project Program Administrator, Red Clay Consolidated School
District.

We were not engaged to, and did not, conduct an examination, the objective of which would be
the expression of an opinion on the school district’s compliance with 29 Del C. c. 75, the State of
Delaware Budget and Accounting Manual, and the Department of Education’s School
Construction Technical Assistance Manual. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

Enclosed is a schedule of Construction Projects Examined for the fiscal year ended June 30,
2005. This schedule is for informational purposes only.

This report is intended for the information and use of the School District management and Board
Members, Department of Education, Office of the Governor, Office of Controller General,
Office of Attorney General, Office of the Budget, Department of Finance, and Office of Auditor
of Accounts and is not intended to be and should not be used by anyone other than these
specified parties. However, under 29 Del. C., Section 10002(d), this report is a public record and
its distribution is not limited.
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FINDING 03-01

We noted during our agreed-upon procedures that unencumbered monies for the Evan G.
Shortlidge Academy construction project had not reverted to the State as directed by Title 29,
Section 7515 of the Delaware Code, which states, “Any sum of money which has been
appropriated or allocated to any school district by the State under any school construction bond
authorization act which remains unexpended 1 year after pupil occupancy of any school building
constructed under the school construction bond authorization act authorizing the construction
shall revert to the State and shall be deposited to a special account to be applied against future
school construction bond requirements.” Normally, we would also disclose the date of
occupancy, but, as discussed in Finding #04-02, the Certificate of Occupancy was not on file for
the following project.

Fiscal Unencumbered
School Project Year Appropriation Fund Balance
Shortlidge Academy 1994 6614 $ 264

RECOMMENDATION

We recommend that school district management adopt a policy where unencumbered school
construction funds in excess of one fiscal year after occupancy revert to the State as required by
the Delaware Code, Title 29, Section 7515.

AUDITEE’S RESPONSE 06/30/04

The small outstanding balances remaining in some previous Major Capital Improvement
Program accounts will be expended prior to June 30, 2005 under the terms and conditions of the
Certificates of Necessity for those projects. Any unexpended balances remaining on July 1, 2005
will be returned to the State (60%) and to the District (40%).

CURRENT STATUS 06/30/04

We noted during our procedures that the appropriation related to the Shortlidge Academy has yet
to revert to the state reversion fund.

CURRENT STATUS 06/30/05

We noted during our procedures that the unencumbered funding related to the Shortlidge
Academy for funding year 1994 was expended as of June 30, 2005. Therefore, this finding is no
longer applicable.



FINDING 04-01

The filing system was not arranged according to the State of Delaware requirements per the
Delaware Code, Title 29, Section 12, Part D, which states “All construction files should be kept
separate and apart from all general and/or special fund account and all projects within the given
year’s program should have a separate, well-identified file.” The filing cabinet folders were in no
specific order, with the paperwork being placed in the wrong compartments. Labeling of files
was inadequate which made it necessary to take extra time to find the materials needed for our
review. Finally, files were located in different areas, rather than in one place, which made it
necessary to travel from location to location, to find what we needed.

This finding was consistent with all school construction projects in the Red Clay School District
funded under the fiscal year 2003 Certificate of Necessity.

RECOMMENDATION

We recommend that the school district contact the State of Delaware and acquire a format that
allows them to update their filing in accordance to the Delaware Code, Title 29, Section 12, Part
D.

AUDITEE’S RESPONSE 06/30/04

All documentation requested was provided. The District will reorganize files so as to better
facilitate future audits. Because the District Construction Office is not in the same building as
the District Business Office due to space constraints, duplicate filing is required. We will make
every attempt to be sure that all records for audit will be maintained in the District Construction
Office, including copies of all financial documents (although processed in the Business Office).
The District also maintains an electronic filing system which may be accessed on or off-site for
audit purposes. We are working to make sure that all documentation will be included in this
system as well. We have asked Mr. Nicholas Vacirca, Education Associate, School Plant
Planning, Department of Education, to assist us as we reorganize our filing system in the District
Construction Office so as to assure ease of audit and to comply with the filing requirements of
the School Construction Technical Assistance Manual.

CURRENT STATUS 06/30/05

We noted during our procedures that the District’s management has complied with our
recommendation to update their construction files in accordance with the Delaware Code, Title
29, Section 12, Part D. Therefore, this finding is no longer applicable.



FINDING 04-02

We noted during our agreed upon procedures that the construction projects were complete but
contained incomplete closeout documentation in their project files. The missing documents
were:

1) Certificate of Substantial Completion

2)  Certificate of Occupancy

3)  General Contractor’s releases of liens

4) Evidence of Liquidated damages, if applicable

5) Notification sent to the State Supervisor of School Plant Planning, Budget Director and
State Insurance Commissioner at completion of construction/renovation, and upon
occupancy

6)  Architectural and Engineering drawings deposited with State Archives

7)  Private sector architect’s certification and approval given to general contractor upon

payment

All of the above documents were missing from the following construction projects:

Construction Project Initial Funding Year
Shortlidge Academy 1994
Al DuPont High 1999
Dickinson High 1999
McKean High 1999
Cab Calloway SOTA 1999
Conrad Middle 1999
Richardson Park ILC 1999
Telegraph Road ILC 1999
Forest Oak Elementary 1999
Highlands Elementary 1999
Lewis Elementary 1999
Linden Hill Elementary 1999
Marbrook Elementary 1999
Richey Elementary 1999
Skyline Middle 1999
Warner Elementary 1999

The Certificate of Substantial Completion and Occupancy is required by the State Budget and
Accounting Manual, Section XIL.D.3.p. The General Contractor’s release of liens and Evidence
of Liquidated damages is required by the State Budget and Accounting Manual, Section
XILD,3.w. The notification of the State Supervisor of School Plant Planning, Budget Director
and State Insurance Commissioner at completion of construction or renovation and upon
occupancy, is required by the School Construction Technical Assistance Manual, Section 2.0,
Paragraph 5.2. The Architectural and Engineering drawings are required to be sent to the State
Archives per the Delaware Code, Title 29, Section 507(b).



RECOMMENDATION

We recommend that the school district obtain the required documentation to close out the
complete construction project files. Once these documents are obtained, we further recommend
that the State Supervisor of School Plant Planning, Budget Director and the State Insurance
Commissioner are notified that the renovations were completed.

AUDITEE’S RESPONSE 06/30/04

The fiscal years 1994, 1999 and 2000 major capital improvement program projects were
completed on a construction management, multiple prime format. As such there were no general
contractors or subcontractors. In many cases, trade permits, rather than building permits, were
required. As such, certificates of occupancy were not required. We will review the prior
programs and make every attempt to make sure that documentation required for close-out is
complete. If documentation is unavailable, it will be so noted. With regard to the 2003
referendum package, all projects are being completed in the general contractor format and as
such have been set up to be in complete compliance with close-out procedures as outlined above.

CURRENT STATUS 06/30/05

We noted during our procedures that the documentation required for close-out of the major
capital improvement program projects for fiscal years 1994, 1999 and 2000 could not be located
by the district’s management. The school district no longer has the required documents. These
documents were destroyed by the school personnel who were in charge of the projects, thinking
they were no longer necessary to maintain. Therefore, since the projects are closed, we are
removing the finding. It was explained to the district personnel that for all current and new
projects, all required documentation must be maintained in the project files.

AUDITEE’S RESPONSE 06/30/05

The District’s management has made an unsuccessful effort to locate the missing closeout
documents for the fiscal years 1994, 1999 and 2000 major capital improvement program
projects. However, we have adopted new policies to ensure that the closeout documents will be
available for subsequent major capital improvement programs. With regard to the 2003
referendum package, all projects are being completed in the general contractor format and as
such have been set up to be in complete compliance with close-out procedures as outlined above.

FINDING 04-03

We noted during our agreed-upon procedures that the following unencumbered monies for
construction projects had not reverted to the State as directed by Delaware Code, Title 29,
Section 7515, which states, “Any sum of money which has been appropriated or allocated to any
school district by the State under any school construction bond authorization act which remains
unexpended 1 year after pupil occupancy of any school building constructed under the school
construction bond authorization act authorizing the construction shall revert to the State and shall
be deposited to a special account to be applied against future school construction bond
requirements.”



Fiscal Unencumbered

School Project Year Appropriation Fund Balance
McKean High 2000 0810 § 648
McKean High 2000 7010 432
Conrad Middle 2000 0812 4,616
Conrad Middle 2000 7012 3,077
Dickinson High 2000 0813 539
Dickinson High 2000 7013 359
Forest Oak Elementary 2000 0814 137
Forest Oak Elementary 2000 7014 91
Highlands Elementary 2000 0816 3,340
Highlands Elementary 2000 7016 2,226
Linden Hill Elementary 2000 0817 12
Linden Hill Elementary 2000 7017 8
Marbrook Elementary 2000 0818 3,813
Marbrook Elementary 2000 7018 2,509
Richardson Park ILC 2000 0820 2,798
Richardson Park ILC 2000 7020 1,865
Telegraph Road 2000 0824 9,828
Telegraph Road 2000 7024 6,552
Warner Elementary 2000 0825 417
Warner Elementary 2000 7025 278
Cab Calloway SOTA 2000 0826 6,433
Cab Calloway SOTA 2000 7026 4,289
Al DuPont HS 2000 0827 1,939
Al DuPont HS 2000 7027 699
Richey Elementary 2000 0828 17,588
Richey Elementary 2000 7028 11,725

$86,218
RECOMMENDATION

We recommend that school district management adopt a policy where unencumbered school
construction funds in excess of one fiscal year after occupancy revert to the State as required by
Delaware Code, Title 29, Section 7515.

AUDITEE’S RESPONSE 06/30/04

The small outstanding balances remaining in some previous Major Capital Improvement
Program accounts will be expended prior to June 30, 2005 under the terms and conditions of the
Certificates of Necessity for those projects. Any unexpended balances remaining on July 1, 2005
will be returned to the State (60%) and to the District (40%).



CURRENT STATUS 06/30/05

We noted during our procedures that the following major capital improvement projects had yet to
revert the unencumbered fund balance as of June 30, 2005. The remaining project unencumbered
funding was to revert to the State (60%) and to the District (40%). Therefore, this finding is still

applicable as of June 30, 2005.

Fiscal Unencumbered

School Project Year Appropriation Fund Balance
McKean High 2000 7010 § 432
Conrad Middle 2000 0812 252
Conrad Middle 2000 7012 168
Dickinson High 2000 7013 350
Forest Oak Elementary 2000 7014 91
Linden Hill Elementary 2000 7017 8
Telegraph Road 2000 0824 860
Telegraph Road 2000 7024 909
Cab Calloway SOTA 2000 0826 5,005
Cab Calloway SOTA 2000 7026 3,337
Richey Elementary 2000 0828 16,208
Richey Elementary 2000 7028 10,805
$38,425

AUDITEE’S RESPONSE 06/30/05

The remaining unencumbered balances will revert to the state reversion account as required by
Delaware Code, Title 29, Section 7515. Any unexpended balances remaining on July 1, 2005
will be returned to the State (60%) and to the District (40%). This reversion will occur according
to the appropriation end date, which is determined by the Delaware Financial Management
System (DFMS).
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